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Monitoring Report
CC Dotk_ :No. 98·202
~J999

Introductionand Summary

This is the third report in a series of reports prepared by federal and state staffJIMtnbers for
the Federal-State Joint Board in· CC Docket No. 96-45 (Universal Service Joint Board). These
reports contain infonna~onto monitor the impact of universal service support mechanisms. and the
methods used to finance them. These mechanisms were adopted by the Federal Communications
Commission (Commi$si.~n),based on recommendations from the Universal Serviee Joint Board.
These reports are part of a monitoring program created by the Commission in 19971 to replace the
similar program in CC Docket No. 87-339 that resulted in a series ofnineteen Monitoring Reports.
The· current program incorporates most of the information that was collected under the previous
program, and also new materials from the reports of the administrator of the universal service
support mechanisms, the Universal Service Administrative COIllpany (USAC). To enhance our
monitoring ability, we have created an open docker. which allows data, materials, comments, and
studies to be submitted. any time.

The monitoring program has proven to be valuable, not only as a report on .\tbe~ffectsof
regulatory changes, but also as a complete census of all incumbent local exchalge carriers.
Because smaller carriers generally are exempt from most Commission reporting requirements, the
Monitoring Report incorporatesdata from several sources, including the National Exo&tange Carrier
Association (NECA) and USAC. NECA,at the direction of the CollUl).ission, col~cts inf()l;mation
in order to administer the access charge pools and to provide information to USAC to help
administer the Universal Service Fund. USAC also collects information from all eligible carriers to
administer the universal service support mechanisms. The Monitoring Report, th~ore, contains
the only available comprehensive data on all i~umbent local exchange camers. containing data on
such mattersas the number of telephone lines. calling volumes, and certain types ofcosts.

This report presents data for the eleven subject categories selected for monitoring. The first
section is about the contributions to the universal service support mechanisms and industry
revenues, on which those contributionsar-: now based. The next four sections area~t the various
support mechanisms: low income support: high cost support; schools and librari~ support; and
rural health care support. The remaining six sections provide information on matters that might be
affected by the support mechanisms: subscribership and penetration; rates and price indices:
network usage and growth; quality of service: infrastructure; and revenues. expenses and
investment.

1 Federal-State Joint Board on Universal Service, CC Docket No. 96-45, Report and Order,
FCC 97-157, para. 869 (released May 8. 1997).

2 CC Docket No. 98-202.
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Because the Monitoring Report is published twice a year and some of the information
published is filed only once a year. not alltabtfi4lre published in every issue. We recommend that
users keep the two latest issues to be certain they have all the latest information. In this report we
only include tables for which we have new information, except for a few summary tables. The
following are highlights of some of the material in this report. Section 1 provides an update on
contributionsto the Wliversal service support mechanisms, and the industry revenues on which they
are based. Section 2 includes 1999 data on the Lifeline and Link-Up America programs. Section 3
includes data from the October 1. 1999. NECA universal service fund filing. a summary of four
years of revised historical data, and a table showingsrudy area changes in the last four years. In
addition, it includes projected payments through the first quarter of 2000 for all of the high cost
support programs, based on the quarterly reports from USAC. Section 4 includes updated data on
the schools and libraries support Section 5 includes updated data on the rural health care support.
Section 6 includes Census data on subscribership through November 1999. It also includes the
results ofsome research on the effectivenessofsome programsdesigned to increase subscribership.
Section 7 includes updated Consumer Price Index and Producer Price Index data and other updated
rate information. Section 8 includes 1999 NECA access minute data. Section 9 includes updated
1998 data on the quality of service from the Commission's Automated Reporting Management
Information System (ARMIS) reports. Section 10 includes updated data through 1998 on
infrastructurefrom the ARMIS reports. Section 11 includes informationon revenues, expenses and
investment for 1998 from the ARMIS reports.

This report is based on information available to us as of December 31, 1999. This entire
report is available electrO.callythrough the FCC-State Link internet site, which can be reached at
http://www.fcc.gov/ccb/statsontheWorldWideWeb.Itis available in both page image (.pdf)
format and in a compressed (.zip) format. which, when unzipped yields word processing and
spreadsheet files. In addition, information received well in advance of the next Monitoring Report
will be made available on an interim basis in separate staffreports or in raw data files (such as most
NECA filings used in the Monitoring Report) on the internet site. In addkion, the ARMIS data are
available on the ARMIS internet site. which can be reached at hnp://www.fcc.gov/ccb/armisldb/.

For ease ofpublic reference. we ask that parties submitting materials for this docket provide
a duplicate copy to the FCC's Reference Information Center.3 where copies of all materials filed in
the docket are available for public reference.

3 Courtyard Level, 445 12th Street SW. Washington. DC 20554.
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1. 1M!'"Reyenuesapd Contributions

This s.ection pn.lvide$4.general ~verviewofthe revenues ofd14. u.s. teleeoqamunieations
industry and 1tle QODtrib\1tio..to .~.qniversal savice.suppQI'llftCebani~thatare~ on these
revenues. The information for 1999 comes from worksheets containing first half 1999ltevenuedata
that carriers filed with the administrator of the universal service support mechanism. By October
1999, the universal SCl'Yioe~oo~ irM .balf 1999 data for 2,3)4contribt.lting service
providers. The data JqB"eSent all ~, ~ugh revenue data were estimated· for some
contributors due to late filinl~ 01' inadequate filings and also for camelS that were·11Qt required to
file a universal service worksheet. Over 1,000 carriers, however, were exempted fiom universal
service filing requireJDODts because their potential contributions to the universal service support
mechanisms were expected to be "de minimis" - that is, their contribution for the year was expected
to be less than $10,000.

Table 1.1 shows·carrier's carrier revenue and end-user revenue for 1998 aDd first half 1999
for six broadc:l~sofcarriers.

Universal service requirements include several mechanisms that help etlIIW'e ·.that all
Americans have access to affordable telecommunications service. In section 254(d) of. the
Telecommunia¢ionsAetof 1996, Pub. L. No. 104-104,110 Stat. 56codijied at 47 U.S.C. §§ 151
et seq., Congress Ql~ed that "[e]very telecommunications .·carriIr. tbatprovic\es interstate
telecomm~onsservices shall contribute, on an equitable and nondiscri.rnUtatorybasis, to the
specific, predictable, and sufficient mechanisms established by the Commission to preserve and
advance universal service." The Commission adopted funding mechanisms in a Report and Order,
FCC 97..157, CC Docket No. 96-45, 12 FCC Red 8776 (reI. May 8, 1997). The Commission
subsequently selected the Universal Service Administrative Company (USAC) 8$ the interim
administrator. Carriers first filed Universal Service Worksheets on SePtember 1, 1997, for the first
half of 1997. Starting with the September 1999 filing, carriers were instructed to file the FCC
Form 499 Telecommunications Reporting Worksheet instead of the FCC Form 457 Universal
Service Worksheet. The April version of the Form 499 is similar to the Form 457. The September
version, however, contains significantly less revenue information.

Table 1.2 shows how carrier revenue data and program requirements information were
combined to determine the contributionfactors used to bill carriersduring 1998.

Revenue Data

Almost all telecommunications carriers are comUdered to be iaterstate service providers.

Local telephone companies are classified as interstate service proviters because they provide
interstate access services. Similarly, competitive access providers, PD'.. telephene operators, and
cellular telephone companies derive revenue from providing access to interstate services and
accOl"dingly file worksheets..Vi~ly alJ pay telepboneproviders,~~Fhange~ers(IXes),
operator service provi~rs (OSPs), and toll resellers provide interstate Services. ,\S~cial mobile

1 - 1



radio (SMR) and private paging providers offer dispatch, paging, and some telephoneservices. At
one time, SMRs were not regulated as carriers and did not have to contribute to the provision of
TRS. SMRs were firslRqUiredto file \PHS Wot1l!Jheets in 1996. Private carriers are subject to
universal semce support mechanism contribution requirements but .not to TRS contribution
requirements.

Both the universal service and telecommunicationsreporting worksheets require each legal
entity that provides interstate telecommumeltiOns strVice to file a separate workshkt. Several
wireless camers, however, received pennission to make consolidB.ted universal service filings in
situationswhere they maintain separate legal entities because their spectrum. licenses have different
groups ofowners, but where a smgle entity managed the combined operations.

In the universal service and telecommunicationsreporting worksheets, each filer is required
to report total and interstate revenues in two broad categories: service provided to other universal
service contributors for resale (carrier's canier); and, service to de minimis carriers and end users
(end user). In the April version of the form, Carriers must provide further breakdoWns of local,
wireless, and toll services as well as breakdowns for intrastate and interstate (including
intemational)service. The September version of the form only requires the breakdowns for
intrastate and interstate service. Universal service contributions to the universal service support
mechanisms are based on a carrier's interstate and international end user revenues. One category of
end user telecommunications revenue - toll calls that both originate and terminate outside of the
United States, primarily call-back and World Direct type service - is excluded frOm universal
service contributionbases.

The Universal Service and TRS Worksheets require each filer to categorize itstlfusing one
ofthe following categories:1

• CompetitiveAccess Provider (CAP) or CompetitiveLocal Exchange Carrier
(CLEC)

• Cellular, Personal Communications Service (PCS) and Specialized Mobile
Radio (SMR) Wireless Telephony Service Provider

• Incumbent Local Exchange Carrier (ILEC)
• lnterexchangeCarrier (IXC)
• Local ReseUer
• Operator Service Provider (OSP)
• Other Local
• Other Mobile Service Carrier
• Odler ToU Service Provider
• Piling and Messaging
• Pay Telephone Provider

FOr. detailed definitions ofthe ca~ori~ and~~cti~ s.eeTelec0Jr!rurlit;ationr
Industry Revenue: 1997 (FCC CCB Industry.Analysls DIVISIOn, released October 8, 1998).
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- Private ScMccProviC
- Pre-paidCallingCardProvider
- SateIHteServicc,JaovidOl'
- Shared Tenant Service Provider
- Special Mobile Radio - Dispatch
-ioUReseller
- Wtreless Data Service Provider

Table 1.1 summarizes total industry reVeDue and shows detail for six broad groups of
~. Carriers reponed 523.8 billion ofcarrier's carrier revenue and S102.7 binion of end user
revenue for the first halfof 1999. 539.~bmion ofthe end user revenue wasidefttifieclas interstate,
which includes domestic interstate calls as well as international calls, but excludes calls that both
originateand terminate in foreign poims.

Carriers were iutructedto report the amounts actually biHed to customers. l1Iis mellDSthat
earners should report revenue net of discounts, but without making 'any adjustl1J4hts toret1ect
uncollectible revenue or international sonIement payments. Most filers should be able to report
revenue in this manner using information contained in their corporate books of aceount. Some
filers, however, have no business or regulatory requirements to record intrastate revenues separately
from interstate revenues or to use· the detailed revenue categories contained in the worksheets.
Therefore, breakdowns are likely to be las accurate than industry totals.

The universal service and TRS rules prohibit the fund administrators from releasing
information contained in the worksheets. Worksheet revenue data for indivi4uaJ cmiers are not
available to the public.

Once the Universal Service Administratorcollects and tabu1a.tesend user revenue data, the
Commission reviews program requirements and determines the contributioh factors. Carriers file
first half rev.-we on September 1. This infonnation is .used to detenn.iAecontributions for the fU'St
two quarters ofthe fol}o.wing year. Carriers then file whole year data on the followial Mmch 31.
First half-year data.are then subtracted from the whole-year data, and the· result - estitDatedsecond
half revenue data -- is used to bill contributions to be made in the third and fourth quarters. On a
quarterly basis, the Commission releases a public notice stating the proposed contribution factors
for the upcomingquartflr. If, after 14.days, the Commission takes no'action regarding the proposed
contributionfactors, the factors become final.

Using revenue d8ta that carriers filed on September 1, 1998, the Commission,~December
14, 1998, released approved contribution factors to be used to determine carrier contributions for
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the first quarter of calendar 1999.2 On March 4, 1999, the Commission issued contribution factors
for the second quarter 1999. Each of the Public Notices released two factors, one for the schools
and libraries and rural health care sUpPOrt mecbanism, and one for the high cost and the low
income support mechanism.

The factors for the Schools and Libraries program are listed in table 1.2. The first quarter
1999 factor was 0.0058, and the second quarter factor was .0059. Carrier contributions to these
support mechanisms for the first quarter of 1999 were determined by multiplying the factor times
one quarter oftheir end user 1998 revenue. For instance, a carrier's first quarter contribution would
be calculated by multiplying 0.0058 times one half of total end user revenue from intrastate,
interstateand iatmlational telecommunicationsservices billed in the first halfof 1998.

The factors for the Low-Income support mechanism are also in Table 1.2. The first quarter
1999 factor was which was 0.0318, and the second quarter factor was .0305. Carrier contributions
to these support mechanisms for the first quarterof 1999 were determined by multiplyiDg the factor
times one quarter of their end user 1998 revenue. For instance, a carrier's first quarter contribution
would be calculated by multiplying .0318 times one halfof total end user revenue from interstate
and international telccommunieationsservices billed in the first halfof 1998.

As mentioned above, revenue informationfrom the September 1 filings was also used'as the
basis for detennining contributions for the second calendar quarter of 1998. On Marth 31; 1999,
carriers filed revenue data for whole calendar year 1998. The Universal Service administrator
determined second half 1998 revenues for each carrier by subtractingthe carrier's first halfrevenues
contained in its September 1, 1998, filing from the carrier's whole year revenues contained in its
March 31, ! 999 filing. Second half 1998 data were used as the basis for contributionsbilled in the
third and fourth calendar quarters of 1999.

Using data from the March 31, 1999 filing, the CommissionestablishedcontribUtion t8etors
for both mechanisms for the third quarter 1999.3 The Schools and Libraries factor was .0099, and
the High Cost and Low Income factor was .0294.

On July 30, 1999, a three-judge panel of the United States Court of Appeals for the Fifth
Circuit issued an opinion that reversed the CoDU'llission's determination of Univetsal service
contributions.Contributionseould no longerbe basedon the intrastate revenues ofuniversal service
contributors, and some international revenues were to be treated differently.

On September 9, 1999, the Commission motioned the Court for a stay of the mandate,

2

3

Public Notice, First Quarter 1999 Universal Service Contribution Factors and Proposed
Actions, CC Docket No: 96-45; FCC 98-318.

Public Notice, proposed Third Quarter 1999 Universal Service Contribution Factors. CC
Docket No. 96-45.
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which, ill pelt, askcdth.c Court to stay. applieation of iu mand.ate;,lIDIil the first qWQJerof 2000.
This motion allowed the Commissiontotelcaef~ quarter~faetorsthat·wae based
the Commission'searlier interpretationof the rules.4 The court's ruling, released on September 28,
mandated that the Commissionnot apply the~xistina fourth-quarteroonUibutiohfsctors on or after
November 1, 1999. Thus, the. September 28 ruling forced the Commission to issue new
contributionfilctorsfor the months ofNovcmberand December.

Because of the court decision, all of the Univcrsal Service Mechanisms are now based on
interstate end-user revenue. Interstate end-user revenue includes most international service end
user revenue. Excluded are revenue from calls~t both originate and terminate in foreign points,
and international revenue from carriers whose interstate end-user revenue represents 8% or less of
their combined interstate and international end-user revenue. Accordingly, on October 8, 1999, the
Commission adopted a single contribution factor for all programs, to be applied for November and
December.s The consolidated factor was .058995. Monthly contributions for November and
December are calculatedas this factor times 1/6 times the carrier'scontributionbase.

Table 1.2 also shows the contribution base and program requirement infonnation used to
calculate the fund factors for 1999 and the first halfof2000. Ifall carriers provided correct data on
the filing dates, end user revenue totals would be the same for the first two and last two quarters of
the year. The revenue totals changed over time because of late filings and corrections. The
Commission reduces the amounts in the contribution bases by 1% to reflect the fact that some
contributionswill prove uncollectible.

Table 1.2 shows the actual amounts billed for contributions in each quarter. Actual billings
for the second, third and fourth quarters of 1999 were unavailable from USAC. Actual billings
reflect the actual amounts billed carriers during the quarter and include some prior quarter
obligations where there have been late filings and corrected filings. Actual collections vary ftom
the amounts shown in the table due to late payments, carrier bankruptcies, and interest charged on
late payments.

Table 1.2 shows separate lines for refunds and periodic true-ups. Refunds are shown as
negative billed contributions. The Commission modified the de minimis threshold in 1998. The
decision was released before the Universal Service administrator sent bills for contributions, so
only those carriers with projected contributions of $10,000 or more, for the year, received a bill.
Some companies, however, filed revised worksheets that changed their contribution base such that
they did qualify for the de minimis exemption. These companies have been issued refunds. Other
companies did not pass the de minimis test contained in the worksheet but will be billed less than

4

S

Thus, the Schools and Libraries contribution factor was multiplied by intrastate, interstate
and international end-user revenue.

Proposed Fourth Quarter 1999 Universal Service Contribution Factor for November and
December 1999. CC Docket No. 96-45; DA 99-2109.
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$10,OOOin 1998, given tile actual contributionfactott that have been authorized. Refunds for these
. carriers are shown startingwith the fourth quarterof 1998.

Finally~ Table 1.2 shows outlays actulDy approved during the quarter, by program. These
figures do not include actual administrativeexpense, just projectedadtninisttative explllSes. Actual
administrationexpense data are unavailahle from USAC. Also, the data in the table show projected
interest received, not actual interest received. Approved outlays are not the same as actual
disbursements. For the Schools& Libraries program, disbursementscan lag approvals.
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Table 1.1: Telecommunications Revenue Reported by Type of Carrier
(Amounts shown in millions)

$11,661 $67,9561 $5,814 $34,204
516,291 511,806 1 18,563 lM5-5
$27,952 $79,762 $1",377 $40,660

$1,014 $1,33O! $438 $1,156
S5.1.9 51.121 ~ S126

$1,533 $2,451 $888 $1,882

$87 $799 $85' $323
S69 S85! S3Z S§,

$156 $8841 $122, $368,
I

$2,370
I

$1,445 $15,567$27,023 i
S2ZZ $3,327 i 1m $2,163;,

$2,647 $30,3501 $1,867. it ,$17,730::

I !,

$500

~I
$195 $1,285 1)

S8fi 142 S24111

$586 $3,~3, $231 $1,526!;
I
;1

$3,155 $22,733!' $1,46'7 ,1~1,219'

59,474 558,04Aj 55,035 m,3p9:'
$12,630 $80,781 ; $6;S02···~ $40,577

I

$18,788 $122,538 $9,444 $63,753:
$26,715 574,914 514,349 538,9901.
$45,503 $197,452 $23,793 $102,743'

Ii 19§8 First RIff 1999

II
Carrier's Carrier's

I
I Carrier End-user! Carrier End-user

I
Rev~nue Revenue * Revenue Revenue *

I---------L----
li,LECs
I'
II
;j

!:

HAIl carriers
" Intrastate

interstate
Total

Intrastate
interstate

Total

liCLECs & other local competitors
, Intrastate

interstate
Total

II

iiPay telephone
rl Intrastate
I: interstate

Ii Total
l!ftIreless Telephony
i' Intrastate
ii interstate
I: Total
II '
:1

!jOther Wireless
Ii Intrastate

interState
Total

iT011 Carrier
Intrastate
interstate

Total

• Universal service contributions are based on interstate end-user revenue excluding
revenue from intemational-to-intemational calls.
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year

$2,191.2

$2,196.4;'

$2,183.6

$2,168.5

Fourth
Quarter

$34.719$35,303

$434.0 $431.1 $414.1 $422.5
$1.1 $0.9· $0.8 $1.9

(S1.O) (IO.l) (IQ.Z) tIO.D.

$434.1 $431.1 i $414.2 $423.7

$125.0 $122.3' $125.3 $116.4'
$0.6 $0.41 $0.4 $O.~i,

(10.3) (10.3) (S1.O) (l1.Oj

i I
$125.3 $122.4: $1".7 $115·&1

$559.4 $553.5: $538.9
I

$539.41

0.0319 0.0314: 0.031. 0.03181
$558.3 $554.3' $5tt5;1 $538.&

$438.7 $433.1. $409.1 $417.9
$126.6 $123.0' $123.2 "$114.11

so.o so.o (IQ.i) W-2S
$565.3 $556.1 $531.4 $530.&!

:
$420.4 $422.8 $426.9 :::1S105.2 S112.8 lt1J...O
$525.6 $535.6 $544.9 ;:$562.4

$35,001

~:~;·I~~~~~I.'·81~~e"~=~1-'~1
$35,001 $35.303 $34,718 $34,228

1.0%
$33.885

Universal Service Program Requlreme_ and Fund Factors
(Amounts shown in miHions)

Table 1.2:

........te and internllticllul end user rewnues
Reported contribUtfeft ... revenl*
Adjustment for unc:olIectIbIes
Contribution base at the time the factor was calculated

Projections of demand .nd administration expenses

It the time the fund fIdiDfa were adopM
HIgh Cost

Program dem8nd
Administrative
InteIWt income

Periodic ,.",...
Total

Low Income
Program der'rwnd
AdminlItrlItive

InteIWt income

Periodic TrueotflI
Total

Total High Cost and low Income

Contribution flIetor

.c:;ontrIbution flIetor timII 112 of c:ontrlbUIiIOn."
Adult contribution amounts billed to~ during quarter

High Cost

Low Income
Rofuncts and~ to retIec::l ........... bankNJ)l(;y

Total

Actual requirements approved for payment
High Cost
Low Income

Total

II
!!='========='==:lI~================.......========'=998==========
il Fat second Third

I
i Quarter Quarter Quarter

,tHigh Cost and Low Income SUpport Mechanisms
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year

u........ service Program~_.... Fund PectOra (Gbntlnued)
CAmounI! Ihowftinmilions)

T"'1.2:

1

11======-==========-====-===================1998-======-====
First Second Third Fourth

I QUJlrter Quarter QUJlrt8r Quarter

$299.3 $322.4: $690.0 S320.1 1

$2.7 $404: $4.4 $4;I!
(I2.Q) (Wj so.o mol

I I
S3OO.0 $325.01 5325.0 5325.0!

I

S24:s[$23.0 $23.21 $24:3
$2.2 (:':1 $1.2 '1.5

(lD.2) (SQ.5)

!
$25.0 $25.01 $25.0 $25.0

5325.0 $350.01 $350.0 $350.0
I
i

0.0072 0.0076 0.0075 "0.""
5323.4 ~.J $352;1 $3IU

$306.8 5325.7! $328.6 $323.'
$25.6 $25.11 $25.1 524.'
sa.o tD.Oi (IU)

$:;~$332.4 S350.8: $351.4
i

I
SO.O $0.01 SO.O $0.0
so..o SQ.O! SQ.O SQ.D

$0.0 SO.0 1 SO.O $0.01

$94,061

SChools, Ubraries &Rural Helllth SUpport Mechanisms:
I
i Local, I"...... _ nal End UMr Revenue

I Repor1JM cantrlbutlon revenues

II Adjustment for uncoIIectibIes
ii Contribution bale at the time the feetor was calculated

Ii Projediont of demand and administration expenses

I
I at the time the fund factors were adopted
! Schoola &Libraries

Ii Propm demancI

Ii Adminiatr8tive
ii 1....1ncome

Ii ~~
Ii Rural Health
I'

Ii Pnlpn demand
Ii AdMiIliIbative

I
i I...·income
" PmIPdlQ True-ypI
! T.. -

Total SChoaII & Libraries, and Rural He8Ih Care

Contribution·...
Contribution factor times 112 of contributlon bale

Actual contribution amounts billed to carriers dUring quarter

Schools & I.lbtaries
Rural Health
Refunds 'nd adjUllmentl to I1I1Ie<:t conIriItutor bankn., .

Total

Actual requirements approved for payment
Schools & Libra..
RuralHulb

Total

$89,827

$89,827

$92,1881

.,1861

i

~~"ift~~~~~~
_.081'94,482:

1.(»%1

'93,537

$1,375.0i:
II

I!
$1,377.2i:

Ii
I

$1,382.1

SO.o:

See notes at end of table.

1-9



year

1999

UnIYe..a servtce ~fl"""".ntll,andFUnd factors (dDntlnued)
iAmouftIs....,.ln millions)

T..... 1.2:
I,
Ii

"

,',1=:.===================================
First Second· Third Fourth

!HIgh Cost on<! Low Inccm. Support Mechanisms """"".................... ",*""

~.~~~·~liJ~r:=~1998i
$37,062 $36,979\ $38,366 $38,204

1.0% 1.0% 1.0% 1.0%
$36,.1 S36.6081 $37,912 537,822

Data not yet availtlltle

$2,246.5

1432.2·
$1.4

($0.6)

10.1!
5433.7'

5432.8
$1.2

(so.5)

(S1.2)

5432.3

$122.7
SO.S

(SO.8)
S2.8

$125.2

S557.5

1122.31 '
SO.2

(SO.8)
(SUJ

$112;41
i

".11
OCtober only :

0.0294 O.tz887 i
$568:4 1182.01

I
Data not yet avaiIIIIIe I

:
$439.1 5433.3:

$2.2 $1.1 ;
(SO.i) (SO.6)

SSA'
$440.4 5439.21

$144.0 $124.81
SO.S so.si

(SQ.1) (SO.8)
(J5.O)

$143.8 $119.51

$584.2 S551.71,
I

0.0318 0.0305!
$583.4 ".31

I .

$444.3 5444.3!
$145.1 $120.91

(SU) (S2.IJ
$585.7 $562.5;

preliminary !
5431.0 $296.51
S11i.1 UlUi
$550.7 S376.7i

!

Interstaalt and .."...1 end user revenues
R~ c:ontributtonb8le IeV8n.....
Ad~ for uncoHec:tlbles
Contribution baM lit the time the factor WIS calculated

Projections of demand and administration expenses
at the time the fund fadors were adopted

High Cost
P...,.m demand
AdmInIstrative
......... income
Periodic True-yps

Tatal
Low Income

PIagram demand
Administrative
...... income
Periodic InJe.yps

TataI

TotiII_ Cost and lAW Income

ContribUllon fador
Contrillt.llion factor tirMs 1/2 of contribulton base

Actual contribution amounts billed to carriers during quarter

HighCait
LowlRcome
RtfuIIM and adjUltnwntl to I1Ihct ClIlIIributor bankruptcy ,

Total

Adual requirements epproved for payment

HighCalt
Lcrwlncome

Tatal
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Table 1.2: Unlverul service Program Requirements and Fund Factors (continued)
(Amounts shown in miUions)

1999

Second •

Quarter
Third

Quarter

Fourth
Quarter year

$1,704.3.

$562.5
$7.1

($2.7),

~
1556.2

$0.0
$0.0

($0.4)
(SO.3)
($0.7)

$555.7
se.8

(SI.O)

~
$539.7

Data not yet evailllble

$3.3 1

$0.8 1

($0.0)

s.o..t i
$4.2:

i
$539.0 S560.3 i

I

October only I

0.0099 0.0110 :

$494.7 1183.7i
!
!

Data not yet availlible I

$319.9 $318.2:
$10.2 se.8!
(SU) ($35.4)

(I5.8j
$325.0 $283.8!

I

$0.0 $0.01
$0.0 $O.O!
SOJ) ($3.3)

~
$0.0 ($3.8~

$325.0 $280.01

0.0058 0.0057 1

$282.8 $278.4:
I
I

$287.8 $279.91
$0.1 $0.0'

(S1.2) (J2.1)
$286.7 $2n.8:

preliminary

$114.5 $368.0,
Sl1..O SQ.O!

$114.5 $368.0:

Contribution factor
ContriDution factor times 1/2 of contribution base

Actual contribution amounts bIIkId to carriers during quarter

Schools & Libraries
RUI'llI Health
Refunds and .SWAts to nt1IIct contributor bankruJrtc;y .

Total

Actual requiNments approved for payment
SchOOls & Libraries
Rural Health

Total

iiSchools. Libraries &Rural Health SUpport Mechanisms'

Local,lnterstate and Intemation8J End User Revenue ~,:,&'~~~r':I~edOA=~1_!
Reported contrtbutIon base revenues $98,510 598,672 $100,947 $101,214
AdjUltment for uncollec:tibles 1.0% 1.0% 1.0% 1.0%
Contribution base at the time the factor was calculated $97,525 $97,685 $99,938 $100,202

Projections of demand anc:l administration expenses
at the time the fund factors were adopted

Schools & Libnlries
Program demand

Administrative

Interest income

Periodjc TNHIP'
Total -

Rural Health
Program demanc:l
Administrative
Interest income
Periodjc TruI-upI

Total -

Total SChools & Llbl'llriel. and RUI'llI Health care

Contribution for Universal Service Support Mechanisms
Interstate and inteI'nationalend user revenues

Reported contribution base revenues
AcIjuatment for uncollectibles
Contribution base at the time the factor was calculated

Combined Contribution Factor
ContributiOn factor times 1/2 of contribution base

I

$38,2041
1.0%:

$37,822
,

NovetYlber&1
Decernber

0.058995:
$743.8

Actual contribution amoun" billed to camers during quarter

Schools & Llbtaries, RUI'lII Health, Low Income & High Cost

Refunds and aQiustrnents to nt1IIct oontr!b.utaLbankruQtcy
Total

Data not yet evaillble

SWings shown for second quarter represent projected billings. Actual requirements approved for payment shown for the second quarter
represent actual amounts through June 11.

- In some cases the total represents a capped amount rather than the sum of the projectecl requirements.
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In 1984, the FCC,·in conjunctionwith the states and local telephone companieJ, established
a Lifeliaeproparn desi8ned to promote universal service by helping low in'*lle iDdMdualaafford
the lBDDthly cost ofteleplloneservice.) Ie 19l5, the FCC adopted a bmadcr'lifelinep&tgram, again
desiped to ltelp low income individuals afford the monthly costs of service.2 In 1987, the FCC
adopted Link Up Amezica, designed to help low income households pay the. costs of conaeetion
and.i8stallation.3 The TelecommunicationsAct of 1996 (1996 Actt declined to proscribe OI!.create
in law additions or revisions which wouWimpact "...the collection, distribution, or administration
of the Lifeline Assistance Program provided for by the Conunission..." affirming the Program as it
existed before the 1996 Act.S

On May 7, 1997, the Commission voted to adopt the Joint Board's recommendations to
make three broad categories of chanps to the Lifeline and Link·Upprograms so·that they better
comport with the Commission's universal service principles and the 1996 Ads renewed concem
for low-income consmners.6 The Commission agreed with the Joint Board'srecol1llllendation to

See MTS and WATS Market StruchHe, and Amendment ofPart 67 a/the Commission's
Rules and Establishmentofa Joint Board, Recommended Decision, CC.Dock. Nos. 78-72
and 80-286, 49 Fed. Reg. 48325 (ret Nov. 23, 1984) (recommending the adopion of
federal lifeline assistance measures); MTS and WATS Market Structure. andAlnendment of
Part 67 afthe Commission'sRules andEstablishmentofa Joint Board, Decisim)and Order,
CC Docket Nos. 78-72 and 80-286, FCC 84-637, SO Fed. Reg. 939 (reI. Dec. 28, 1984)
(adopting the Joiilt Board's recommendation).

2

3

6

MrS and WATS Market Struc'ure, and Amendment ofPart 67.Qfthe {;ommjpion's Rules
and Establishment ofa Joint Board, Decision and Order, CC Docket Nos. 78-72 and 80
286, FCC 85-643,51 Fed. Reg. 1371 (reI. Dec. 27,1985).

MrS and WATS Market Structure, and Amendment ofPart 67 ofthe Commifsion's Rules
and Establishmentofa Joint Board, Report and Order, CC Docket Nos. 78-72 and 80-286,
2 FCC Rcd 2953 (reI. May 19, 1987), Memorandum Opinion and. Order on
Reconsideration, 3 FCC Rcd 4543 (reI. July 12,1988).

TelecemmunicaqoDsActof 1996, Pub. L. No. 104-104, 110 Stat. 56(1996 Act), codifiedat
47 U.S.C. §§ 151 et seq. We refer to the CommunicationsAct of 1934, asamended,as "the
CommunicationsAct" or "the Act" or "the 1934 Act."

See 47 U.S.C. § 2540).

Federal-State Joint Board on Universal Service, Report and Order, CC Docket No. 96-45,
FCC 97-157, 12 FCC R~d 8776, 8952-94, p8f8S. 326409 (1991)(l997Uniltlrsal Service
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expand Lifeline and assure it would be available in all states, territories,and couunoo\Jeaithsofthe
United States, to modify the state matching requirement, and increase the federal Lifeline support
amount. The Commission found that these modifications comply with the 1996 Act's principles
that rates should be "affordable" and access should be provided to "low-income constUners" in all
regiODS of thenation. The Commissionagreed to adopt the Joint Board's recommendationto make
the contribution and dis1ribution of low-income support competitively and technologically neutral
by ~uiring equitable and nondiscriminatory contributions from all providers·of interstate
telecommunications services, and by allowing all eligible telecommURieations carriers to receive
support for offering Lifeline and Link Up service.' The Commission adopted the Joint ·Board's
recommendationto minimize local service interruptionto low-incomeconsumers, requiring carriers
to maintain local service when Lifeline customers elect toll-limitation services. The Commission
agreed with the Joint Board's recommendation to prohibit the disconnection of local service for
non-paymentofcharges incurred for toll calls.

In the J997 Universal Service Order, the Commission revised the Lifeline program to
assure that all Lifeline customers would receive 53.50 in federal support without a state matching
requirement, beginning January 1, 1998.B In states that participate by reducing inttastate rates,
through an equivalent reduction in the portion of intrastate local rates paid by the end-user, Lifeline
customers receive an additional $1.75 in federal support above the $3.50 level (see Table 2.1). The
federal Lifeline program provides funding from the interstate jurisdiction of up to $7.00 per low
income subscriber per month consisting of a baseline amount of 53.50, an additional $1.75 per
subscn'ber per month if the state commission authorizes a reduction in local rates equal to that
amount, and up to an additional $1.75 from the federal program if the state provides sUpport for the
low-income subscriberas well. The portion ofthe final $1.75 that can be recovered is equal to one
halfof a state funded amount up to $3.50, if the state approves a reduction in local rates that is one
and one-halftimes the level ofmatching state support.

The federal portion of the program is funded by the federal universal service support
mechanisms which include contributions from all interstate telecommunications carriers and
providers of interstate telecommunications, including payphone aggregators and private network
operators that offer service to others for a fee on a non-common carrier basis. These carriers and
service providers may pass on the expenses of these charges to their customers. The federal
programs, in the past, included matching local rate reductions approved by state utility
commissions, and took the form of a reduction in monthly charges or a reduction in service

Order), as corrected by Federal-State Joint Board on Universal Service, Errata, CC Docket
No. 96-45, FCC 97-157 (reI. June 4, 1997), appealpending in Texas Office ofPublic Utility
Counselv. FCC and USA, No. 97-60421 (5thCir. 1997).

7

8

1997 Universal Service Order, 12 FCC Rcd 8776, 8968-73. See also 47 U.S.C. § 254(d),
(e).

1997 Universal Service Order, 12 FCC Rcd 8776, 8962-68.
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connectionIDd installationcharges. Statesare no lODger required to providemate:hinareductions.

The federal·LiRk Up program,~.f)ligible teleeolRDlUDications serVice providers
for revenue foregone in offeriBg a Link. Up program that provides service commencamentcharges
for qualified low-income individuals that are discounted by one-half(up to $30.00 in funding) or
for interest foregone from a deferred schedule ofpayment ofthe charges assessed for commencing
service (up to $200.(0) for which the low incomecOBSumerpays no interest.

The federal program compensates eligible telecommunications service providers for
programs, which otTer voluntary toll-limitationbased on the carrier's ineremental costof providing
toll-limitationservices.9

In the Fourth Order on Reconsideration, the Commission established that eligible carriers,
required to assess Presubscribed Interexchange Carrier Charges (PICCs) in their Betess charges,
may also reeeive compensation for the PICCs associated with low-income· subscribers that
voluntarily opted for toll blocking service. 'O The ·~ICC is an aeeessch8rge that long distance
companies pay to local telephone companies as of January 1, 1998. 1Dstead0f paying a higher
charge per minute to the local telephone companies as was required UDder the old rules, the· long
distance companies now pay to local telephone companies a flaM'ated, per-telephone line charge
plus a lower eharge per l'Dinute. In 1998, the maximum PICC paid by the long distance companies
for primary residential and single-line business service is SO.53 per line per month1 The actual
PICC pajd·by the long distance companies may be less than this maximum amount, ciepending on
each local telephonecompany's individualcosts. The PICC will decrease over time to zero.

In the 1997 Universal Suvice (hder, the Commissiondefinecl Lifelineservice to include, at
a minimum: single-party service, voice grade access to the public switched telephone network,
Dual Tone Multifrequency signaling or its functional digital equivalent, access to emergency
services, access to operator services, access to interexchange service, access to directory assistance,
and toll limitation. Lifeline and Link Up program·benefits are available to persons verified by a
state regulatory authority as eligible for a state public assistance program based on a "means" test

9

10

1997 URiversafService Order, 12 FCC Red 8776, 8981 at para. 386.

See Federal-State Joint Board on Universal Service, Access Charge. Reform. Price Cap
Performance Reviewfor Local Exchange Carriers, Transport Rate Structure and Pricing,
End User Common Line Charge, Fourth Order on Reconsideration, CC Docket No. 96-45,
Report and Older, CC DocketN~ 9645,96-2.62,94-1,91-213,95-72, FCC 97-420, 13
FCCltcd 5318, 5394-95 (Dec. 30, 1997), as corrected by Federal-State Jo;"t Board on
UniversalService, Errata, CC Docket Nos. 96-45,96-262, 94-1, 91-213~ 95-72, DA 98-158
(reI. Jan. 29, 1998) (collectively, Fourth Reconsideration Order), at paru. 123-125.
Competitive LECs designated eligible telecommunications eaniers (ET<3$) to serve
customers in these carriers' serving areas are also eligible to receive this comtensation for
their low income customers that chose toll blocking. Id at para. 125.
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such as eligibitityfor food stamps or Medieaid.· State regulatory authorities may chose to defer to
alternative federal program eligibility standards. A second program requirement for subscriber
participation is state verification of subscriber eligibility benefits. The states have considerable
latitude irl selecting means tests, shaping the benefits, and determining the geographic availability
oftheptograms.

To authorize increased Lifeline support, states send a one-page letter certifying the
reduction of intrastate rates to the Universal Service Administrative Company (USAC). State
regulatory administratmsdetermine apPropriate levels ofstate support and authorize local exchange
carriers, who are reimbursed through the USAC for program expenses. Federal program expenses
are not funded by tax dollars. The FCC monitors subscriber participation and telephone usage to
determine program benefits and costs. II

The Lifeline program assures elisible low-income COIlSumers affordable local rates and
access to emergency dial-tone service. The Link-Up program, through affordable local eolll1eCtion
charges, makes it possible for new subscrjbers to connect to the network and the community. The
Commission CIlCOUI'IIgeS carriers to assist eligible low income subscribers, as part of'its universal
service mandate, to remain connected to the network, to retain service through local service
payment plans, and to improve customerservice. Carriers designated"eligibletelecommunications
carriers" by a State commission is required to "...advertise the availabilityofsuch setYices and the
charges therefore using' media of general distribution." Further, eligible telecommunications
carriers must offer toll-limitationservice free-of-ehaJ'ge pursuant to the revised Lifeline Program to
receive federal support. The Link Up America program, which supports affordable connection to
the network, has added 9.4 million telephone subscribers to the telecommunicationsnetwork since
1987. In 1999, an estimated 5.6 million subscribers paid reduced local rates under the low-income
provisionsof the Lifelineprograrns.12

Table 2.1 reports Lifeline monthly support by state or jurisdiction as of November 1999.
The Table shows both federal and state support, and indicates the additional contribution from the

II

12

1997 Universal Service Order, 12 FCC Rcd 8776, 9218 at para. 869; See Common Carrier
Bureau See1cs Comment on Program to Monitor Impacts of Univer8111 Sel"Vice Support
Mechanisms, Public Notice, CC Docket No. 96-45, DA 98-580, lAD File No. 98-101 (reI.
Apr. 24; 1998).

Annual and cumulative historical data for 1988 through 1998 on the Lifelinevand Link Up
programs are available in the June 1999 Monitoring Report. Summary data by state or
jurisdiction are in Table 2.5 for Lifeline subscribers, Table 2.6 for Lifeline payments,
Table 2.8 for Link Up subscribers, and Table 2.9 for Link Up payments. Snady area data
are in Table 2.7 for Lifeline payments and Table 2.10 for Link Up payments. These
tables can found on the FCC-State Link internet site, which can be reached at
http://www.fcc.gov/ccblstats.
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federal program to reduce local rates where states have authorized statewide or carrier specific
intrastate local rate reductioDS. Table 2.1 indicates both the federal and state combined "minimum"
local rate reduction.

Table 2.2 reports Low Income support, by state or jurisdiction, for Lifeline and Lil)k Up
payments between January1998 and A'Qgust 1999. Projected program payments for 1999 as
reported in StQte-By-State Telephone and Universal Service is included in the table.Totar~er
payments data include local rate reductions for the PICCs, and the carrier's incremental cost of
providing toll-limitationservices (TLS) in each state or jurisdiction.

Table 2.3 reports total Lifeline and Link Up payments in 1998, for state or jurisdiction at
the study area level. Local rate reductions for the PICCs, and the carrier's ~l'eJDlItl1tal cost of
providing TLS' are reported for 1998 by carrier USAC 10 and Serving Area code idCntifi~tion.
The serving area codes identify where more than one carrier provides Lifeline and Link Up
assistance in the study area.

Table 2.3A reports Lifeline and Link Up payments for the eight-month period between
January 1999 and August 1999, for state or jurisdiction at the study area level. Local rate
reductions for the PICCs, and the carrier's incremental cost of providing TLS are reported for,the
eight-monthperiod between January 1999 and August 1999 by carrier USAC 10 and ServiDi~
code identification. The serving area codes identify where more than one carrier provides Lifeline
and Link Up assistance in the study area.

Table 2.4 provides USAC quarterly support estimates Jor the Federal universal service
programs in 1999. The low-income support components include: Lifeline Assistance; Liftk Up;
Incremental Toll Limitation; PICC Reimbursement; Prior Period Adjustments and Administrative
Expenses.
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TABLE 2.1
UFEUNE MONTHLY SUPPORT BY STATE OR JURISDICTION

(Aaot DIIcember 1188)

BASIC ADDITIONAL TOTAL TOTAL FeDERAL
STATE OR FEDERAL STATE FEDERAL FEDERAL AND STATE
JURISDICTION SUPPORT SUPPORT MATCH SUPPORT SUPPORT
&I&_U& 1!5.25 $3.50 $1.75 $7.00 $10.50
:&J &!IIHC& 5.25 3.50 1.75 7.00 10.50
AMERICAN SAMOA 525 0.00 0.00 5.25 5.25
~ItONA 5.25 2.28 1.14 6.39 8.67
MKANSAS 5.25 0.00 0.00 5.25 5.25
CALIFORNIA 5.25 3.50 1.75 7.00 10.50
COLORADO 5.25 3.50 1.75 7.00 10.50
CONNECTICUT 5.25 1.17 0.58 5.83 7.00
bEtAWARE 5.25 0.00 0.00 5.25 5.25
DIStRICT OF COLUMBIA 5.25 3.50 1.75 7.00 10.50
FLORIDA 5.25 3.50 1.75 7.00 10.50
GEORGIA 5.25 3.50 1.75 7.00 10.50
GUAM 5.25 3.50 1.75 7.00 5.25
HAWAII 5.25 0.00 0.00 5.25 5.25
IDAHO 5.25 3.50 1.75 7.00 10.50
fWNOIS 5.25 1.50 0.75 6.00 7.50
INDIANA 5.25 0.00 0.00 5.25 5.25
fIOWA 5.25 0.00 0.00 5.25 5.25
KANSAS 5.25 3.50 1.75 7.00 10.50
KEHTUCK.Y 5.25 3.50 1.75 7.00 10.50
LOUISIANA 5.25 0.00 0.00 525 5.25
MAINE 5.25 3.50 1.75 7.00 10.50
MARYLAND 5.25 3.50 1.75 7.00 10.50
MASSACHUSETTS 5.25 6.00 1.75 7.00 13.00

IMtcHIGAN 5.25 2.00 1.00 6.25 8.25
'A 5.25 0.00 0.00 5.25 5.25

MISSISSIPPI 5.25 3.50 1.75 7.00 10.50
MISSOURI 5.25 0.00 0.00 5.25 5.25
MoNTANA 5.25 3.50 1.75 7.00 10.50
NEBRASKA 5.25 3.50 1.75 7.00 5.25
NEVADA 5.25 3.50 1.75 7.00 10.50
NEW HAMPSHIRE 5.25 0.00 0.00 5.25 5.25
NEW JERSEY 5.25 0.00 0.00 5.25 5.25
NEW MEXICO 5.25 3.50 1.75 7.00 10.50
NEW YORK 5.25 3.50 1.75 7.00 10.50
NORTH CAROLINA 5.25 3.50 1.75 7.00 10.50
NORTH DAKOTA 5.25 3.50 1.75 7.00 10.50
NORTHERN MARIANA ISLANDS 5.25 0.00 0.00 5.25 5.25
OHIO 5.25 0.00 0.00 5.25 5.25
OKLAHOMA 5.25 1.17 0.58 5.83 7.00
OREGON 5.25 3.50 1.75 7.00 10.50
PENNSYLVANIA 5.25 2.50 1.25 6.50 9.00
PUERTO RICO 5.25 0.00 0.00 5.25 5.25
RHODE ISLAND 5.25 3.50 1.75 7.00 10.50

SOUTH CAROLINA 5.25 3.50 1.75 7.00 10.50
SOUTH DAKOTA 5.25 0.00 0.00 5.25 5.25
TENNESSEE 5.25 3.50 1.75 7.00 10.50
TEXAS 5.25 3.50 1.75 7.00 10.50
UTAH 5.25 3.50 1.75 7.00 10.50
VERMONT 5.25 3.50 1.75 7.00 10.50
VIRGINIA 5.25 3.50 1.75 7.00 10.50
VIRGIN ISLANDS 5.25 7.05 1.75 7.00 14.05
WASHINGTON 5.25 3.50 1.75 7.00 10.50
WEST VIRGINIA 5.25 2.00 1.00 6.25 8.25
WISCONSIN 5.25 2.00 1.75 7.00 10.50
WYOMING 5.25 3.50 1.75 7.00 10.50

SOURCE: Universal Service Administrative Company. 2.6


